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IRELAND: KEY ECONOMIC INDICATORS 


Projection 
All values are in Irish pounds Year Year Year 


1983 1984 1985 
Average exchange rate Irish pound = $I .28-. 4.08 1.10 
INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 13193m 1453lm 15320m 
GNP at Constant (1975) Prices 4480m 4800m 5000m 
Per Capita GNP Current Prices 3743m 3732m 4078m 
Private Consumer Expenditure 8007m 9386m 10147m 
Gr. Dom. Fixed Capital Formation 3299m 3514m 3823m 
Indices: 

a. Industrial Production (1973=100) 110.0 res.0”6L358 
b. Retail Sales, Volume (1980=100) 90.5 89.2 91.9 
Labor Force (000) April 1300 1324 1334 
Unemployment Rate (%) (April) L3sd 16.1 eT uca 


MONEY AND PRICES 


Money Supply (Ml - Dec) 

Interest Rates: Central Bank - (Dec) 
Associated Banks O/D - (Dec) 

Consumer Price (1975=100) 


BALANCE OF PAYMENTS AND TRADE 


Gold & For. Exch. Reserves (Dec) 2015m 2101m 2200m 
External Gov. Debt (Dec) 6720m 7017m 8660m 
Current Account (-) 863m 808m 697m 
Balance of Trade (-) 355m 36m 264m 
Exports 6936m 8898m 10054m 
US Share (%) 8.1 9.9 9.4 

Imports 7355m 5765m 6255m 
US Share (%) 46.7 25.4 25..7 


Main US Exports to Ireland (1984 Irish Trade Statistics) 


Office machines and automatic data processing equipment 570 
Millions electrical machinery’ apparatus and appliances, 168 
million, miscellaneous manufactured articles, 60 million, feeding 
stuff for animals (primarily soya), 42 million, professional 
scientific and concrolling apparatus, 64 million. 


Main US Imports from Ireland (1984 Irish Trade Statistics) 


Office machines and automatic data processing equipment, 87 million, 
beverages, 69 million, electrical machinery, apparatus and 
appliances, 82 million, organic chemicals, 143 million, 
miscellaneous chemical materials and products, 44 million. 





Summary: 


Ireland's small open economy is marked by slow growth, high unemployment 
and imbalances in public finances. But, inflation has fallen 
dramatically, and for the first time in several years, strong export 
growth in 1985 should bring the merchandise trade account into balance. 


A full economic recovery, however, is unlikely to be achieved before 1987 
at the earliest. 


The approximately two percent GNP growth expected in 1985 will be due 
largely to the vigorous performance of foreign-owned high technology 
industries producing exports for the world's markets. Employment is 
expected to grow slightly but with the continuing rise in the labor force 
the unemployment rate should remain above 17 percent for the year. 


In 1985 private consumption should increase by one to two percent to 
about IR pounds 10 billion (one US dollar equals one Irish pound). Net 
investment probably will remain flat as gains in capital equipment 
imports are balanced by a decline in construction activity. The current 
budget deficit and the Government's borrowing requirement measured as a 
percentage of GNP will not change appreciably from 1984, Public debt 
service will account for most of the increase in the current budget while 
the capital budget will fall by over five percent to pounds 785 million. 
The balance of payments will show some improvement as a result of a 
positive trade balance, but net repatriation of profits and fees to 
foreign companies will keep the current account negative by over pounds 
700 million. A decline in world interest rates, a lower dollar exchange 
rate and continued growth in world trade would appreciably assist Ireland 
in solving its economic difficulties. 


The United States is expected to maintain a favorable ti ade balance with 
Ireland as projected exports climb to over pounds 1.6 billion but imports 
remain at over pounds 950 million. Most US exports to Ireland consist of 
capital equipment, components and raw materials imported by the Irish 
plants of US manufacturers producing computers, office equipment, 
chemicals, pharmaceuticals and other high technology goods. Prospects 
are also good for sales to the public sector. 


Ireland offers attractive incentives for foreign investors, especially 
where projects result in products with a relatively high value added in 
Ireland. The favorable attitudes toward foreign investment are not 
expected to change in the future. 





I. CURRENT ECONOMIC TRENDS IN IRELAND 


(A) Low Growth Economy 


Ireland's GNP in 1985 is expected to grow by a modest 1.5 to 2.5 
percent in 1985 to a level in real terms of pounds 15.5 billion, 
(approximately the same in US dollars). While exports will remain 
strong and domestic consumer demand may rise slightly, net investment 
and Government spending are expected to remain flat or even to show 
gradual declines. In 1986 GNP growth is expected to dip to a range of 
1-1.8 percent. By 1987 the Irish economy should pick up steam and 
achieve growth rates above 2 percent as current investment programs in 
the private sector mature and linkages are established between new 
foreign owned industries and domestic suppliers. 


(B) Domestic Private Consumption Up Slightly: 


During the first quarter of 1985 the Irish Government changed its 
income tax allowances and adjusted its tax bands so as to increase the 
real disposable income of households. In addition, the numbers 
employed in 1985 are expected to increase and average wage settlements 
may exceed increases in the Cost of living. Taken together, the above 
factors should contribute in 1985 to a one to two percent increase in 
pr tate consumption (pounds 10.1 billion). Prospects for 1986 are 
unclear. 


By 1986, Ireland's population is expected to reach 3.6 million with a 
workforce of some 1.3 million. Fifty six percent of the population 
live in urban areas with one third located in the Dublin area. 
Farmers still account for approximately 17 percent of the population, 
but their proportion is declining rapidly. With one half of the 
population being 25 years or younger Ireland has one of the youngest 
populations in Europe. 


The average Irish household consists of 3.7 persons with a per capita 
income of approximately US dollars 5,100. Virtually all houses have 
electricity; 79 percent of the households live in owner occupied 
homes; 94 percent have one or more TV sets; 41 percent have 
telephones; 70 percent have at least one automobile. The ownership of 
consumer durables has been increasing rapidly. 


According to the most recent data available (1981 census) the average 
Irish household spends its income as follows: food, drink and 
tobacco, 31 percent; tax, 21 percent; transport and travel, 13 
percent; clothing and footwear, 6 percent; fuel and utilities, 5 
percent; rent, 4 percent; durable household goods, 3 percent; services 
and education, 3 percent; other, 11 percent. In 1985, spending on 
clothing and automobiles is expected to increase somewhat to 
accommodate pent up demanc from 1984. Food and housing expenditures 
should remain unchanged. The personal savings ratio is estimated to 
have declined from a 1983 level of 21 percent to 19.7 percent in 1985. 





(C) Investment Flat: 


Overall investment in 1985 probably will remain flat at a level of 
some pounds 3.5 billion. The volume of machinery and equipment 
imported for productive purposes should climb by four to five percent 
to about pounds 1.8 billion. Much of this investment is expected to 
be channeled into multinational firms assembling high technology 
products for export to the European Economic Community (EEC) There 
are some 800 foreign firms of which some 350 are US. Investments will 
be especially concentrated in information technology products, office 
and engineering equipment, chemicals and pharmaceuticals. Ireland's 
traditional industries such as food processing, beverages, packing and 
packaging materials, leather processing and woodworking are not 
expected to expand their activities significantly. 


A spurt to investment may result from the Irish Government's decision 
in 1985 to form a national development corporation. This state 
company, funded at pounds 200 million, has as its objective the 
promotion of equality investment in both public and privately owned 
enterprises, including service oriented firms and companies involved 
in the development of the indigenous resource sector of the economy 
(food, forestry, fisheries and tourism). 


The Irish construction industry is expected to continue declining for 


the third year in a row with no signs of bottoming out in 1985. The 
decrease in construction and building activity should cancel out any 
increases in capital equipment spending. Industry spokesmen blame the 
downturn on recent increases in YAT rates on buildings along with 
relatively high interest rates. The 1985 Irish decline in 
construction is expected to be the sharpest in Europe. An ambitious 
public sector road building program proposed in the Government's 
economic plan may improve prospects but not sufficjently to turn the 
situation around. 


(D) Balance of Payments Improving: 


Ireland has experienced an export boom in 1984 which promises to 
continue into 1985 and beyond. In 1984 Irish exports of goods and 
services rose by 15 percent in volume to pounds 9.7 billion. (Irish 
exports to the US increased in 1984 by over 50 percent to some US 
dollars 900 million). In 1985 a further ten percent increase is 
expected. It should result in a balance of trade surplus of pounds 
125 million. Manufactured exports (which in 1984 increased by 17 
percent) are again expected to lead exports. Data processing 
machinery and chemicals/pharmaceuticals (which are assembled mostly by 
multinational firms) account for some 65 percent of the manufactured 
exports; agricultural products contribute 17 percent to total exports. 


Irish imports of goods and services in 1985 are projected to increase 
by over 7 percent in volume to pounds 11.1 billion following an 8.5 
percent increase in 1984. Most of the anticipated imports consist of 
intermediate and capital goods for the manufacturing industry (ir 
pounds 7.5 billion). Imports of consumer goods are expected to reach 
pounds 2.3 billion. 





Despite the expected positive trade balance, the current account in 
1985 will stay in the red by about pounds 720 million or 4.5 percent 
of the GNP. The balance of payments deficit is due in large part to 
transfers of profits and service charges by multinational 
corporations, a growing foreign debt service burden and a slower rise 
in net transfer payments from the EC. 


(E) Limits of Public Policy: 


The Government's economic policy options are circumscribed by the fact 
that Ireland's economy is relatively small and highly dependent on 
world trade and interest rate fluctuations. A more expansionary 
fiscal policy is precluded by an already high current budget deficit 
(estimated at eight percent of GNP). When borrowings for capital 
expenditures are incuded, the total Govenment borrowing requirement 
for 1985 is estimated at 13.1 percent of the GNP or pounds 2 billion. 
The Government's cumulative foreign debt in the first quarter of 1985 
stood at over pounds 8.6 billion. Public debt service is taking an 
increasingly high share of the budget pie and accounts for virtually 
all of the increase in new borrowings. 


Although 1985 current budget expenditures are expected to rise by over 
nine percent to pounds 7.6 billion, expenditures on public sector 
capital projects are projected to fall by 5.5 percent to pounds 785 


million. The Government is also expected to direct its budget cutting 
efforts at the public payroll by enforcing a limitation on new hiring 
and constraining pay increases for public sector employees. 


On the revenue side, the Government in its 1985 finance bill 
introduced several measures to relieve the existing high tax burden. 
These measures include a downward readjustment of income tax bands, 
some relief on inheritance taxes, and several changes in transfer 
payments. The finance bill also provides inducements for wholly owned 
subsidiaries of foreign companies to purchase special tax free 
Government Securities. This measure is intended to both raise 
revenues and reduce foreign exchange outflows resulting from 
repatriation of funds. 


Monetary policy is aimed at maintaining the external value of the 
currency and at providing an adequate level of external reserves. as 
a member of the European monetary system (EMS), Ireland keeps its 
currency pegged within a narrow band to the currencies of other EMS 
members. Interest rates generally move in tandem with those of the 
U.K. 


The future ability of Ireland to manage its public finances will -be 
affected considerably by external factors. A fall in world interest 
rates, a decline in the value of the US dollar and a buoyant outlook 
for world trade would improve Ireland's economic prospects and 
contribute toward alleviating the country's major economic problem: 
its high rate of unemployment. 





(F) Unemployment Continues High: 


To absorb new entrants into Ireland's work force, approximately 45,000 
new jobs need to be created by 1987. In addition, over 200,000 
persons are currently unemployed. Ireland's annual rate of 
unemployment at over 17 percent is one of the highest in Europe. 
However, the rate of increase in unemployment may be abating. The 
Government in its three year Economic Plan projects that by 1987 new 
jobs in manufacturing and services and public sector social employment 
schemes will not only absorb new entrants but also start to reduce the 
pool of long term unemployed. 


(G) Energy: 


Ireland has reduced its dependence on imported energy from 82 percent 
of total needs in 1973 to 70 percent in 1983. During the same time 
frame, Ireland's dependence on imported oil fell from 70 percent of 
total energy consumption to 45 percent (although the money import bill 
for oil in terms of pounds has increased some forty times due to price 
increasees and devaluation). Domestic natural gas, peat and imported 
coal substituted for the oil. 


Following the discovery and exploitation of natural gas deposits, 
extensive efforts have also continued to discover off shore petroleum 
deposits. No major oil finds have yet been made. To attract more 
bidders for the third licensing round, new terms have been announced 
for the treatment of marginal oil fields. As a result, the first 25 
million barrels of production from marginal fields will be exempt from 
royalty payments. In certain cases, where the Government would 
exercise its option to participate in a given field, the operators' 
development costs would be reduced. 


II. Implications for the United States: 
(A) US Exports to Ireland follow US Investments: 


American exports to Ireland again increased in 1984, climbing by a 
hefty 21 percent to pounds 1.4 billion. Similar export growth is 
expected in 1985. The US share of the Irish import market is 
approximately 15 percent, which is only less than the 45 percent share 
by the UK and the 22 percent share of the other EC countries. The 
United States in 1984 had a favorable balance of trade with Ireland 
amounting to pounds 580 million. In 1985 it should rise to over 
pounds 650 million. 


US exports to Ireland consist largely of capital equipment, parts, 
components and raw or semi-processed materials used in the assembly or 
production of computers and electronic equipment, chemicals and 
pharmaceuticals. The importers are mainly US companies operating 
production facilities in Ireland. The finished products are almost 
entirely exported to the EC countries and elsewhere. Although US 





sources will continue to be used for electronic components and 
specialized high value equipment, US affiliate plants are making 
increasing efforts to purchase locally packing materials, sheet metal 
frames and housings and other low unit cost but high bulk items. 


US exporters may also find a receptive market in the Irish public 
sector. Capital investment has slowed from the levels of recent 
years, but, the civil service is expected to expand office automation 
programming and to purchase more data processing equipment. This will 
create opportunities in direct sales of mini and micro computers, 
peripherals, terminals, printers, data storage and software packages. 
Secondly, the Irish broadcasting authority, RTE, is planning to launch 
a direct broadcasting satellite in the next few years. Although the 
final decisions have yet to be made, a satellite project would offer 
excellent business opportunities for US firms, not only in the sale of 
the satellite itself but in ground station equipment. The 
telecommunications authority, Telecom Eireann, also offers limited 
possibilities for US suppliers of a broad range of telecommunications 
equipment, including PBAX's and mobile telephones. 


The Central Government is expected to budget approximately pounds 100 
million for road construction and 30 million for airport improvements 
in the next two years. Although much of the road construction effort 
is to be for secondary roads, there are special opportunities for 
joint ventures in constructing and operating toll roads and bridges. 

A new 9,000 foot runway at Dublin airport is proposed along with a new 
control tower, lighting fixtures and ground control equipment. 


The Irish surface transportation authority, CIE, which operates the 
railroad, buses and freight forwarding services, may also purchase up 
to twenty diesel locomotives in the next three years. Bus engines, 
transmissions and axels are also in demand for buses assembled in 
Ireland for CIE. The electric utility, ESB, has no major expansion 
plans. With the completion of its new Moneypoint plant (three 3,000 
MW coal burning generators) there are good opportunities for US coal 
art ing as approximately 2 million tons of coal will be required 
annually. 


Other good market prospects exist for medical equipment, safety and 
security equipment and a wide range of services including tourism 
development, marketing, and comprehensive risk assessment. 


Fast food franchise operators have also been making inroads in urban 
areas indicting that there are ample opportunities here for additional 
franchises, such as pizza restaurants. The increase in tourism from 
the United States is stimulating demand for US style franchise outlets. 





American products enjoy a good reputation in Ireland and are well 
received. While the many American-owned firms are especially familiar 
with and receptive to American products, many other Irish businessmen 
have also worked or studied in the United States. The existence of a 
common language is also an aid to sales efforts. 


On the agricultural front, animal feeds (especially soybean meal) are 
the most important US farming exports to Ireland. Market 
opportunities for consumer food items, including American wine, should 
be good in the long term. 


(B) Encouragement of Foreign Investment Remains Strong: 


Successive Irish Governments have strongly encouraged foreign 
investment and continue to do so. More than 300 American firms have 
begun manufacturing projects in Ireland since 1960 and the number 
continues to rise. Many US banks and service companies are also 
represented. US investors are prominent in a wide variety of 
industries, including pharmaceuticals, electronics, engineering and 
textiles, and in non-manufacturing areas such as banking and 
hydrocarbon exploration. 


Many US businessmen find Ireland an attractive location within the 
European Community customs area in which to manufacture for the EC 
market. Political stability, the availability of a well trained, 
English speaking workforce and relatively low wage costs have also 
been important factors. The average annual return on investment is 
reported to be in the range of thirty percent. The Government is 
actively seeking to attract foreign industrial investors, especially 
those offering export oriented projects with a high value added 
content. An imaginative financial incentive program includes capital 
grants and a corporate income tax of only 10 percent for manufacturing 
firms. Although in recent months priority in awarding incentives has 
been given to firms which also locate some of their research and 
development and marketing functions in Ireland, the package of grants 
and tax incentives provided to foreign investors by the Industrial 
development Authority (IDA) will remain generous. 





1985 
June 18-20: 


Oct 15-18: 
1986 


Jan 28-Feb 2: 


Feb 4-8: 


Mar 12-19: 
Mar 25-27: 


May 4-8: 
Sept 2-5: 
Oct 7-9: 
Nov 11-13: 


Trade Exhibitions in Dublin--1985/86 


IRPLAST;'85; Plastics and Rubber Exhibition (new show) 


IBETA; Business Equipment Show (annual) 


Holiday and Leisure Fair (annual) 


ENQUIP; Engineering and Industrial Equipment Show 
(biannual) 


Brighter Homes and D.1.Y. Exhibition (annual) 


COMPUTEX '86; International Computer Exhibition 
Show(annua1) 


Spring Show and Industries Fair (annual) 
Computer and Business Equipment Show (annual) 
INTRON '86, Electronic Equipment (biannual) 


Food Processors '86, Food processing and allied 
industries (new show) 





You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTING you need to succeed in overseas business. 
Overseas Business Reports (opr’s) 
BLINDFOLDED? bring you detailed infarmation on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 


information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

® population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect US. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 


SL TR ATT ELEN TT SRM ELS AE, NN SS Te IT TE TIE SO NTR LI LE SELES II AI PEL LILLE ADI ME MRE EEE a SRE IE SIREN REE AE 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $___.___ DO) check, ioe 
C money order, or charge to my Total charges $_______ Fill in the boxes below. 


Deposit Account No. Credit 
Tier he fopeeiicl eLELITTTIaTT) 


_— nay; Expiration Date 
o 1 2, ie etnsermnsary Month/Year EF} 


Enter my subscription to: () Overseas Business Reports $26 per year ($32.50 overseas) For Office Use Only 
©) Foreign Economic Trends at $70 ($87.50 overseas) —__ Quantity Charges 


Company Name Enclosed 


To be mailed 
Individuals Name—First Last Subscriptions 
| 
Postage 


Foreign handling 


MMOB 
City State ZIP Code 


; | rt | OPNR 


(or Country) UPNS 


| | | L. Discount 


PLEASE PRINT OR TYPE Retund 


Street address 
| 





The U.S. Government Wants 
You to be Well Informed 
About Foreign Investment 


That is why the U.S. Department of Commerce monitors 
foreign direct investment in the United States. Its Office of 
Trade and Investment Analysis identifies foreign interests and 
other data relating to size, location, and industry sector of 
individual foreign direct investment transactions. 


For the low price of $23.00, you can have ten complete years 
of valuable data in the three convenient-to-use tabular for- 
mats of Foreign Direct Investment in the United States: Com- 
pleted Transactions, 1974-1983. For this one price, you will 
obtain foreign direct investment data by source country (Vol. 
1), by industry sector (Vol. Il), and by state location (Vol. 
lll). Each volume also includes an analysis of trends and 
developments in foreign direct investment transactions in the 
United States during the covered ten-year period. 


So don’t delay, send for your set today! 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
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